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In the Matter of ._ " . ' )

MUR 4953

National Republlcan Congressronal Commlttee )
“And ChnstopherJ Ward as treasurer '

CONCILIATION AGREEMENT

This matrer was initiated by a signed, sworn, and notarized complaint filed by the

Democratic Congressional Campaign Committee. The Federal Election Commission

' (“Commission”) found reason to believe that the National Republican CongreSSional Committee

and Chnstopher J. Ward as treasurer (co]lecnvely “Respondents” or “NRCC” ) v1o]ated

2US.C. §§ 441b and 441a(f), and 11 CF. R. §§ 102 5(a) (1)(), 106. S(C) and 106. S(g)(l)(l)

NOW THEREFORE the Commrssron and Respondents having pamcrpated in mformal c

melhods of conc111anon prror to any fi ndmg of probable cause to belreve do hereby agree as
follows: - |

L | The Cornmission_. has juris_di_ctidn over Respondents-and the su'bj_ect mat_ter'of this
proceeding, and this agreement has the effect of an agreement entered.pursuant to .2 USC |
§ 4378(3)(4)(A)(i)- ' |

II.  Respondents have had a reasonable opportunity to.-demonstrate that no action |

should be taken in this matter.

. Respondents enter voluntarily into this agreement with thé Commission.
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_IV.  The pertinent facts in this matter are as fo].lowsl-: |
1. The NRCC isa politrcal committee wrthm the meaning of 2 U.S.C. § 431(4)
.2. Christopher J. Ward is the treasurer of the NRCC.
3. The Federa]'Election Campaign Act of 1971 ,as amended ("“the A_et;?), prohibits'

corporations and labor organizatidns from making contributions in connection with Federal

_elections, and prohibits pohtical committees from knowingly acceptmg such contrrbutions

2U. S C.§ 441b(a) ‘The Act further prohrbits po]mcal committees establrshed by a national

party committee from acceptmg in excess of $20, 000 per calendar year from any person

. 2 U.S.C. §§441 a(a)(])(B) and 441'a(f).

‘4. Each organization, including a national party committee, which finances political

activity in connection with both federal and non-federal elections must follow depository and

allocation regu]ations at 11 CF.R. §§ 102.5 and-106.5. “These rules implement the contribution -

and expenditure lrmrtations established by 2 U.S.C. §§ 441a and 441b.

5. A natrona] party commmee such as the NRCC that has established separate federal - |

and n0n-federal accounts_ must'make all disbursements, cbr'rtributions, expenditures and transfers

‘by the committee in connection with any federal election from its federal account. Only funds

subject to the Act’s prohibitions and limitations shall be deposited into the federal account.

11 c.r;.iz. § 102.5(a)(1)(i). See also 11 CFR. § 106.5(a).

a Ail of the facts recounted in this agreement occurred prior to the effective date of the Bipartisan Campalign
Reform Act of 2002 ("BCRA™), Pub. L. 107-155, 116 Stat. 81 (2002). Accordingly, unless specifically noted to the -
contrary, all citations to the Federal Election Campaign Act of 1971, as amended (the “Act”), herein are to the Act -

as it read prior to the effective date of BCRA and all citations {0 the Commission's regulations herein are to the 1999

" edition of Title 11, Code of Federal Regulations, which was published prior to the Commission's promulgation of

any regulations under BCRA. All statements of the law in this agreement that are written in the present tense shall

" be construed to be in either the present or the past tense, as necessary, depending on whether the statement would be

modified by the impact of BCRA or the regulations thereunder
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6. A national party committee, such as the NRCC, that rnalces disbursements in

- ‘connection with federal and non-federal elections must allocate the costs of certain allocable

activities between its .federal and non-federal accounts. 11 C.F.R. §-lO6.5(aj. So'-called party- -

. ._'“issue advertisements are included in this category See Advrsory Opmlon 1995-25

" 7. . As the House campa1 gn committee of the Republrcan Party, the NRCC must allocate

certain costs, mcludmg issue advertrsements accordmg to the funds expended method

establlshed at 11 C. F. R. § 106. 5(c)(l) The NRCC must allocate a mlmmum of 65% of these

. costs each year to 1ts federal account. ll CFR.§ 106 5(c)(2)

8.. | ~ The NRCC’s non- -federal account can accept corporate cont:nbutlons prohlblted by
2US.C § 441b and contnbuuons in excess of the limits prescrlbed by 2 U S. C § 44la(a)

9. A party commrttee that grves non-federal funds to a third party w1th the knowledge

that allora part of the funds will be used to conduct activities which, if engaged in by the party

commrttee directly would have been allocable ‘must a]locate the donatron to the thlrd party inthe
same manner as it would have had the party commrttee made the expendrture dr_rectly. See FEC |

v. California Democratrc Party, 1 999 WL 33633264 (ED. Cal,, Oct, 14, 1999)) (NO. crv."-s'-97_-

089IGEBPAN FEC v. Cauforma Democratic Farty, 13 F Supp 2d 1031 (ED Calrf 1989)

See also MUR 3774 (Natlonal Repubhcan Senatorial Commlttee )

10. ln October. of 1999, more than a year before the Novemher 7, 2000 general election,:
House Republicans inaugurated a multlepronged project called'-"‘_‘.S.,top the Raid!”- As part of this :':- :
p_roject, the NRCC, .at the dir.ection of the House‘ Republi_can lea'dersh'ip, sponsored televlsion
adVertisements in the districts.ot' elight to ten Democratic federal-éandidates- whoyyere vieWed as
vulnerable to an electoral chal]enge in 2000. These advertrsements accused Democrats of

plannmg to ra1d the Socral Securrty Trust Fund surplus in the FY2000 budget for “more blg



1 | .'gouemrnent programs.” Mike Mihalke of the media consulting firm of Brabender Co)t Mihalke
2 provided media’productton and placeme_nt Services. The NRCC allocated the costs .of the
3 advettisements between its federal and non-federal funds. .
a 4 -~ 11. In 1996, Edwm Buckham founded the Umted States Famlly Network (“USFN”) a .
5 Vtrgmta non-profit corporatton exempt from federal income taxes under 26 U.S. C. § 510(c)(4) '

' 6 -_ Mr. Buckham through his consulting firm, the Alexander Strategies Group, also served as the

7 | USFN’s primary fundrarser Mr. Buckham shared an office wrth J1m Ellis, who was afﬁlrated
il '8  with Americans for Economtc Growth (“AEG”) a 501(c)(4) orgamzatlon mcorporated in North
| 9'. ) Carolina and V1rg1ma Mr Elhs a]so operated a consulting group called the J.H. Ellis Company
- 10. . through which he had contracts with the Alexander Strategies Group and the NRCC.
A . 12.  Atsome point in the summer or early fall of 19§9 er-; Buckham possessed a script
.1 2;_' “fora possrble radto advertrsement lrelatmg to the issue of Soc1a1 Securtty, whlch he discussed
- 13 w1th Mike Mthalke of Brabender Cox Mihalke. .
14 - 13, Durmg the week of October 4, 1999, Mr. Buckham sohcrted the NRCC for $500 000 -
15_ | in non-federal funds for medla and grassroots” efforts on behalf of the USFN The NRCC
16 1mttally denied the request. Mr. Bucknam renewed his request during the week of October 11,
17 ]999 and the NRCC again told Mr. Buckham that it-would not make the donation. Desplte its
18 ' earlier refusals 10 transfer funds 16 the USF-_N, on October 20, 1999? 'the_NRCC transferred ‘
19 $500,000 in non-federal funds to the USFN. The NRCC representative who .han.d-'deli.\'/ered the
20 | check to'Mr. Buckham made stater_n'en'ts_-'at the time to the effect that the NRCC did not want to
21 krtow how the fu.nd.s would be used. |
22 14 InOctober of 1999, the NRCC utilized speciﬁc procedures to approve and process

23 llarge donations. These procedures were not used_ with regard to the $500,000 donation made to
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- .the USFN. For rnstan.ce; although large donations made by the NRC_C were generally brought to -

the NRCC’s Executive Committee (consisting- of appro_)(imately 40 Republican House members)

in advance, that process was not followed in this case, even though it represented the largest - -

_ single donation to an outside group by the NRCC in 1999. .T-he"form that was-used to process the

October 20, 1999 donatron to. USFN _entitled “State Level Contrlbutlon/T ransfer Check

' Request ” requrred the srgnatures of the NRCC’s campar gn, executive and admrmstratrve

divisions. The form evrdencmg the check request for the USFN donatron was signed by the

NRCC’s then-treasurer, lacked any srgnature from the executrve drvrsron and was srgned by the

_ NRCC s pohtrcal dlrector on November 1, ]999 twelve (12) days aﬂer the donatron was

actually made.

15. The- Commission has evidence that, prior to the NRCC’s transfer of fund's to the -

USFN Mr. Buckham ora]ly agreed with hrs ofﬁcemate Jlm Elhs that AEG whrch focused on

economic issue, would run the advertrsements rather than the USFN

| 16. The Commission has evidence that, on Qctobe_r 21, 1999, onelday_,' after the -funds:' |
were transferred.from the'NRCC- to the USFN. the USFN transferred $100, '0.00.of the funds to _
AEG, and on Ouober 26, 1999 the- DSFN transferred another $200 000 to AEG AhG retained

two vendors Mike Mlha]ke of Brabender Cox Mrhalke and Govemment Impact Servrces to

' produce and place two sets of radio advertisements. AEG expended approxrmately $260 000 on

this advertising program. The AEG_advemsements, which b_egan running appro_xrmate]y' one
week after AEG’s receipt of the funds from the USFN, criticized-alleged Democ_ratic'_effort_s o

spend portions of the Social Security surplus on the FY2000 budget for “foreign aid and big E

, govem_-ment programs.” One of the AEG. advertisements ran in the districts of four vulnerablé

Democrats and the other ran in the districts of six Republican Representatives and one
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. 'Democratlc Representatlve who were percelved to need shormg up to ally themse]ves w1th the
| Republicans on the upcommg FY2000 budget vote. -
17. The Commission has evidence that, at the time of this transfer'o'f funds to the USFN, -

.the NRCC knew through its agents that the USFN planned to pass all or part of the $500 000 on.

to a third party for the purpose of running “issue” advertisements. |

18. Had the NRCC itsel_f sponsored the _issue advertisements sponsored'by-A.EG it would
have had to finance, at a rninimutn, 65% of the lcosts of those activities with fedet'al funds. See
llCFR §1065(c)(2) | | |

V. 1 Respondents v1o]ated 2U. S C. §§ 44]b and 441a(f) by usmg excessnve and-

: prohnbned funds to ﬁnance federal election activity, 11 CF. R §§ 102 5(a)( 1)(1) and
-'106 6(g)(l)(1) by fa11mg to make payments from its federal accounts and 1 1CFR.§ ]06 5(c)

by failing to allocate its payments for joint federal and non-federal activities between its federal_‘

and non-federal accounts. Respondents will cease and desist from vio]ating 2 U.-S.(,;..§§ 441b
and 441a(f) and 11C. F R. §§ 102. 5(a)(1)(1) 106 5(c) and ]06 6(g)(1)(1) | |

V1. Respondents w1l] pay a c1v1l penalty to the Federal E]ecuon Commtssmn in the
amount of Two Hundred mghty Thousand Dollars ($280 000), pursuant to 2 U S. C
§ 437g(a)(5)(A)

- VII.. ~ The Commission, on request of anyone filing a complaint u_nder' 2US.C.

§ 437g('a)(1) concerning the matters at issue herein or on its own motion, may review -

com.pliance'w.ith this agreement. If the_'Commissidn beiieVes that this agr'elemen_t or any'

requirement thereof has been violated, it may institute a civil action for relief in the United States

“District Court for the District of Columbia.
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VIIL ‘This agreement shall become ef‘feetive as of the date that all parties hereto have A' L

‘executed same and the Commission has approved the entire agreement.

IX. Respondents shall have no more than 30 days from the date this agreement has. ',

3 ,'become effectrve to comp]y w1th and 1mp]ement the requrrements contained in  this agreement -

and to so notlfy the Commlssron
X, Thls Concrhatlon A greement constitutes the entire agreement betWeen the

partres on the matters raised herem and no other statement; promrse or agreement elther written

- or oral, made by elther party or by agents of erther party, that is not contained in thls written

agreement shall be enforceable.
FOR THE COMMISSION:

Lawrence H. Norton
General Counsel

BY: /%//hﬁ’é - mz{/ f///a

Rhonda J. Vosdingh Date
Associate General Counsel
for Enforcement

FOR RESPONDENTS:

MI a@@y

Date




